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SUBJECT: CENTRAL BANK COUNCIL DECISION TO NEUTRALIZE RECENT MONE- 
TARY INFLOWS 

1. IN ORDER TO OFFSET MONETARY INFLOWS DUE MAINLY TO THE RECENT 
WEAKNESS OF THE FRENCH FRANC, THE CENTRAL BANK COUNCIL DECIDED ON 
THE FOLLOWING MEASURES AT ITS OCTOBER 4 MEETING: 

(A) EFFECTIVE IMMEDIATELY, THE UTILIZATION OF AN INDIVIDUAL 
BANK'S ESTABLISHED REDISCOUNT QUOTA WILL BE LIMITED TO 45 PERCENT, 

55 PERCENT, AND 60 PERCENT DEPENDING UPON WHETHER THE BANK IS 
CAPITALIZED AT OVER DM 100 MILLION, DM 50 MILLION TO DM 100 MILLION, 

OR UNDER DM 50 MILLION, RESPECTIVELY, AS OF THE END OF AUGUST. 
PREVIOUSLY ON FEBRUARY 7, 1973, THE CENTRAL BANK COUNCIL HAD DE- 
CIDED TO LIMIT TO 60 PERCENT THE ALLOWABLE UTILIZATION OF EACH 
BANK'S ESTABLISHED REDUSCOUNT QUOTA (SEE BONN 1961). 

(B) THE AMOUNT OF AN INDIVIDUAL BANK'S FOREIGN LIABILITIES 
WHICH IS NOT SUBJECT TO A SPECIAL ADDITIONAL 60 PERCENT MINIMUM 
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TO OCTOBER 1. PREVIOUSLY, ON JUNE 26, THE CENTRAL BANK COUNCIL HAD 
REDUCED THIS AMOUNT BY 25 PERCENT (SEE BONN 9148). 

(C) EFFECTIVE NOVEMBER 1, 1973, THE BUNDESBANK WILL INCREASE 
MINIMUM RESERVE REQUIREMENTS FOR DOMESTIC SIGHT AND TIME DEPOSITS 
BY 3 PERCENT. MINIMUM RESERVE REQUIREMENTS FOR DOMESTIC SAVINGS 
DEPOSITS WILL NOT BE INCREASED. AS OF NOVEMBER 1, THE NEW MINIMUM 
RESERVE REQUIREMENTS WILL BE APPROXIMATELY (DEPENDING ON SIZE AND 
LOCATION OF THE INDIVIDUAL BANK) FOR: 

SIGHT DEPOSITS 10.8 - 20.1 PERCENT 
TIME DEPOSITS 9.3 - 14.0 PERCENT 
SAVINGS DEPOSITS 7.7 - 9.2 PERCENT 

THE MAXIMUM LEGALLY ALLOWABLE REQUIREMENT FOR DOMESTIC SIGHT DE- 
POSITS IS 30 PERCENT, FOR DOMESTIC TIME DEPOSITS 20 PERCENT, AND 
FOR DOMESTIC SAVINGS DEPOSTIS 10 PERCENT. 

2. THE ABOVE MEASURES ARE EXPECTED TO REDUCE BANK LIQUIDITY BY 
ABOUT DM 2.5 BILLION (DM 1 .25 BILLION. DM 0.75 BILLION, AND DM 0.5 
BILLION, RESPECTIVELY). 

3. IN A PRESS CONFERENCE FOLLOWING THE CENTRAL BANK COUNCIL MEET- 
ING, BUNDESBANK PRESIDENT KLASEN IS REPORTED TO HAVE EMPHASIZED 
THAT THE ABOVE DECISIONS DO NOT REPRESENT A SHARPENING OF THE 
BUNDESBANK’S RESTRICTIVE MONT ARY POLICY, BUT WERE MEASURES TO 
NEUTRALIZE THE RECENT MONETARY INFLOW S .HILLENB RAND 
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